OFFICE OF THE ATTORNEY GENERAL OF TEXAS
AUSTIN

GERALD C., MANKR
ATTORNKY GENERAL

Honorable C. P. Lockhart, Chairman
Board ¢f Insurancs Cosuiissionsrs
Austin, Texas

Dear Sir:

Oninion Wo. 0-4639
Re: Pertainll_ i\t acainst
on

quests this de-
accent 2,500,00
ontend Tor the

O 00 und:z:r the

»

tenderea by Lawrﬂr: hlo*d
follow“D Tacts as ouaued

ne Williamson County
Texas, by this De-
41, it wias disclo-
of the orzaniza-
account for 33,450,00
r the Assoclatlon.

Y A01011 officer, was bond=-
Lloyds cf Texzs in accordance
dents of 3ection 5, Article
levised Civil ndutut@s of Texas.,
is dated Decembsr 12, 1809,
Zount of ,~,5OO 00. On Hovember

Burial ‘ssoc
partuent as oF
sed thal tpe T

bond untﬂl Dﬁcdwbnr 1 1841, Lzwyers Lloyds
has now tenderad the suii of 48,500,00 and
contends that such is their mazimum liabil-
ity undsr the two docuzents menticned. Since
$51,950.00 of the loss was incurrad duringz the

NO COMMUNICATION 1S TO BE CONETRUED AS A DEPARTMENTAL OPINION UNLESS APPROVED BY THE ATTORNEY GFNFRAL OF FIRST AQRSISTANT



Honorable 0. P. Lockhart, Chairman, Page 2

original period (the bond was effective December
12, 193%, but provides no termination date ex-
cept by initerence in the Endorsement extending
the 'expiration date!') from December 12, 1939

to December 12, 1940, and $31,500,00 was incurred
during the 'extended' period, this Department
@esires to know 1f Lawyers Lloyds of Texas is
not liable for tae full $3,450.00,%

You also enclossd a punotostatic copy of the bond
in question together with the Zndorsement.

Under the facts stated, there would necessarily
arise for our deteraination the scle question of whether
or not the maximum penalty stated in the bond is cumula-
tive for the extended contract period, Viewing the pro-
visions of the bond from the facis submitted, we are un-
able to hold the liability of the surety to be less tiaan
the rull amount otf the shortage.

The identical question is involved in Board of
Insurance Commissioners v. Lawyers Lloyds of Texas, et al,
being Ho. 65,700, and pending on the docket of the 98th
District Court of Travis County, Texas.

We call your attention to Article 4875a-7, Ver-
non's Annotated Civil Statutes, providing the procedure
for recovery on such a bond, which statute reads:

"ihen the Board is informed that any of-
ficer of any such association has violated the
terns of either of sald bonds it shall demand
a written explanation of such officer as to such
charge, and if after such explanation the Board
is not satisfied as to the existing facts in
controversy it shall notify such officer to be
and appear in Travis County with such records,
writings, and other correspondence and facts
as the Board deens proper, not earlier than
ten days or later than fifteen days from service
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of notice, and it shall there conduct an ex-
amination into such effairs, and if upon such
examination the Board shall become satisfied
that the terms of said bond has been violated
by said officer the Board shall prepars a writ-
ten statement covering said facts and deli-
ver same to the Attorney General of Texas,
whose duty it shall bs to investigate said
charges and if satisfied that the terms of
said bond have been viclated he shall file
suit on said bond in the name of the Board

of Insurance Commissioners of Texas for the
benefit of the beneficiaries thereof asalnst
said officer as princival and the sureties of
his bond for the recovery of sald amounts due
by said officer, and all costs of suit in sone
court of competent jurisdiction, in Travis
County, Texas.™

In view of the foregoing, it is the opinion of
this Department that all evidence and Tacts pertaining to
the claim under this bond should be referred to the Attor-
ney General for disposition.

Yours very truly
ATTORNEY GIEIMZIRAL OF TLEXAS

By {(s) Vm. J. R. King

Assistant
WK s T2
APPROVED JUL 9, 1942 APPROVED
GERAID ¢. LIAMNT OPINICY COIRITTILEE

ATTORNEY GEVERAL OF TILLE By B. W. B. Chairman



